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I WOULD express my thanks to the Society. for the distinguished honour which they have done me in electing me as their President. It is a pleasure, and in a sense a relief, to anyone who has been long immersed in the controversies of political life, to enter the more serene atmosphere of a Society such as this, and to take part in the work of a body of scientists, whose labours also serve, though in a different and a more placid way, the purposes of the State. I confess, however, that the diffidence which one would necessarily feel in, undertaking this office is much increased by the fact that I follow a President who has rendered such great services to the Royal Statistical Society as Sir Bernard Mallet. Not only his position and experience as Registrar-General, but also his devotion to the interests of the Society and his energy in promoting them, have qualified him in an exceptional degree for the office which he has filled with distinction and success during the last two years He has set a standard which will be hard indeed for his successors to maintain.
During the first year and a half of the war this Society, in common with many other organizations, suffered in its membership; the number of its Fellows diminished in that period by 76. Since then, it is satisfactory to note, the numbers have shown no further diminution; the losses through death and resignation have been made SAMuEIu-The Taxation of the [Mar. reached in this paper are to be regarded as precise. But by collecting the facts, wherever facts are available, and by framing estimates, where we are obliged to have recourse to estimates, on as broad a basis of fact as possible, we may hope to reach results that will be serviceable. Those results cannot be free from error; they cannot claim acceptance in their details; but taken as a whole they will indicate, I believe, with substantial truth, the broad features of the situation. I have been greatly assisted in my task by the help which has been freely extended to me by many experts on branches of the subject, both inside and outside the Public Departments. In particular, my predecessor in this Chair, Sir Bernard Mallet, K.C.B., the Registrar-General and formerly one of the Inland Revenue Commissioners; Mr. H.V.Reade,C.B.,thePrincipal of the Statistical Office of the Board of Customs and Excise; and Dr. J. C. Stamp, C.B.E., of the Board of Inland Revenue, have been good enough to give me assistance which has been invaluable. I would wish to present my acknowledgments also for information or advice on particular points to Mr. G. E. Murray, C.B., and Sir Charles A. King, K.C.B., of the General Post Office; Mr. C. L. Stocks, of the Treasury; Dr. Stevenson, C.B.E., of the General Register Office; Professor Bowley; Professor W. R. Scott; and Mr. J. S. Eagles, the Secretary of the recent Committee on the Cost of Living of the Working Classes.
Scope and Method of the Intquiry. I have taken as the terminal of my inquiry the rates of taxation in the present financial year 1918-19. This involves accepting, for the yield of most of the indirect taxes, the Budget estimates and not the figures of actual collection. But Budget estimates are seldom very far wrong. I am informed that the only miscalculation of importance this year is likely to be in the yield of the tobacco duty, and I have added, in accordance with a more recent estimate, 3,ooo,ooot. under that head. If the previous year had been chosen, the important alterations made by the Finance Act, 1918, in the rates of income-tax, super-tax, beer and spirit duties and other taxes would not have been taken into account, and my conclusions would have been out of date before they had been formulated.
In order to show the trend of War finance, I have taken for comparison the last complete fiscal year before the War, 1913-14. And I have thougt it would be of interest to take a second point of comparison some years earlier, in order to assist the investigation of the course of pre-war policy in matters of taxation. For this purpose I have gone back another decade and have selected the 1919.] Various Gl(wses of t7e People. 147 year 1903-04. The disturbances in the rates of taxation due to the immediate effects of the South African War were over by then, and the important fiscal changes effected by the Parliaments of 1905-10 had not begun. The year 1904, also, was that in which the Board of Trade made their collection of household budgets, which was at that time, and which still remains, the chief source of information on the working-class consumption of certain taxed articles. All my figures relate, therefore, to the three years 1903-04, 1913-14 and 1918-19. The incomes selected for comparison should be fairly typical of all classes of the community, without being so numerous as to make the statistical tables unduly elaborate. I have aimed at estimating the taxes payable on family incomes of the following amounts: 501., Iool., I501., 2001 ., 5001., ,o000o., 2,0001., 5,0001., I0,0001., 20,0001., and 5o,ooo0. For the present year, however, I have omitted the income point of 501., as families with a wage of II. a week are now very exceptional and the retention of that figure would give a misleading impression. Income, above the lower points, is taken to be income as assessed for purposes of income-tax.
The comparison must obviously be on a basis of families, but the question arises whether the number of persons to be taken as constituting a family should be uniform throughout, or whether an -allowance should be made for the fact that families are larger among the poorer classes than among the more well-to-do. The latest information on this point has been furnished by the Treasury Committee on the Cost of Living, over which Lord Sumner presided. That Committee collected-in June and July, 1918-facts as to expenditure on food, and other statistical matter, relating to r,306 families. It was found that there would be great difficulty in obtaining accurate statements as to income, particularly on account of the complications of supplementary earners, overtime and irregular work. The families were classified therefore by occupation only. The facts as to the average number of persons in a family do not show a quite regular scale, but they are significant. They are as follows The census of 1901 showed the average family to consist of 4-62 persons, and the census of 1911, 4-5I. On the whole it seems better, for the purposes of this inquiry, to take throughout a fixed number for a typical family than to attempt to differentiate on this point between classes. The data for such a differentiation are insufficient. It would involve complicating our tables by distinguishing, as regards an income of I501. for example, between the taxation that would be paid by an artisan and by a clerk, each earning that sum, but the family of the one containing one more person than the family of the other, and therefore consuming a larger quantity of dutiable goods. Further, for purposes of income-tax allowances, it is necessary to consider families with a definite number of children, and it would be inconsistent to adopt one course when we are dealing with indirect taxation, and another when we are dealing with direct. On these grounds, this inquiry relates uniformly to families of two adults and three children. It must be remembered, however, that the consequence will be to show a somewhat smaller rate of taxation at the lower grades of income than is actually paid, because the average family in the labouring classes is larger than five. In the case of the higher incomes, where the whole amount of indirect taxation is small compared with direct, the effect of the difference is too slight to be noticeable.
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I have followed all previous investigators in assuming that the taxes on commodities are paid by the consumer.
But the question has to be determined whether, in the case of the servant-keeping classes, the taxes on the tea and sugar and other dutiable commodities consumed by the servants are to be regarded as a burden on the employer or not. It is clear that in the short run any addition to the tax falls upon the employer. When in 1904, for example, the tea duty was increased from 6d. to 8d. per lb.,followed bya return in the following year to 6d. and bya reduction in 1906 to 5d., it is probable that, while the increase in the duty lasted, it was borne wholly by the employer, unless indeed the consumption of tea by domestic servants declined proportionately -a most unlikely supposition. But over a longer period the incidence of such taxes is different. The remuneration of the servant consists of money wages, of food and of lodging. Its amount depends upon the rate of remuneration obtainable in other employments, after allowance is made for the amenities, or for the drawbacks, attaching to domestic service. The value of the wages, the food and the lodging must be considered as a whole. If food doubled in cost in working-class homes, that fact could not be without its influence in fixing the amount of money wages which a servant would be willing to accept on leaving her home. It would also have an influence on the amount of money wages which an employer would be willing to pay, since he knows that the additional cost of the servant's food would fall upon him. The matter is seen most clearly if we take the analogous case of the farm labourers in the North of England, some of whom are boarded and lodged by the farmers, and some of whom have cottages of their own. It is plain that the cost to the employer of the food of the hind, who lives in, comes into the calculation when his wages are being fixed in comparison with those of the labourer who lives out. And where the cost of food rises, no distinction can be made, from this standpoint, between a rise due to increased taxation and a rise due to a greater cost of production, or other similar causes.
I reach the conclusion, therefore, that in the long run the servant who lives in her employer's house, as much as her sister who works in a factory outside, is adversely affected by an increase in the cost of food due to its taxation; and although for a time the effect is different, I have proceeded on that assumption in this paper. It presents with greater accuracy the more permanent ffects of the existing rates of taxation. The point is one on which economists will differ ; but of the five who have been good enough to tell me their views as to the incidence of these taxes, four hold the general view which I propose to adopt. Professor Marshall also has expressed the-same opinion in his recent essay on " National Taxation after " the War," though he makes the qualification that in so far as domestic servants' consumption of dutiable articles is larger than is usual in the class from which they come, the employer may be considered as paying the taxes on that extra consumption.' I use the term Tax in the ordinary acceptation of the word, as meaning the sum compulsorily taken from the subject into the national Treasury for the public service. I have not attempted to allocate the burden of the local rates. The results of such an inquiry would throw little light on the new problems that arise from war taxation. Although local rates have, no doubt, increased during the war, and sometimes by a considerable proportion, the amount of the increase has been almost insignificant compared with the rise in the national taxes. Further, there is far less agreement among economists as to the real incidence of local rates than there is as regards the greater part, -at least, of the national taxes; and it is advisable not to enlarge the scope of our inquiry at the cost of importing fresh controversy on this aspect of the question. I do not include among taxes the compulsory contribution of employers and employed to the National Insurance Funds, for the Exchequer does not receive them and derives no revenue from them.
The subject may be mulcted by the action of the State in other ways than by the levying of taxes. The creation of new credits during the war, by lowering the value of money and raising the cost of living, has imposed a burden which may in many cases be much heavier than any that is due to the new taxation. But he-re, again, no revenue is in question. The expansion of the paper currency stands on much the same footing. If, indeed, that expansion had been eflected in this country, as it has been in Russia and elsewhere, by printing paper money in order to make Government payments, the money so provided would have been in the nature of revenue obtained from the community, and obtained in the worst possible way. But that has not been the process in the United Kingdom, where paper currency has been issued only on demand from the banks, and in exchange for gold or securities. Its expansion has been more the consequence than the cause of the creation of credits and the rise of prices.
In some cases, where the Government has been itself conducting commercial transactions, as in the control, for example, of shipping or of wool, there may be a profit from its transactions. But it is I After War Problems, by the Earl of Cromer and others, p. 327 n.
intended that any such profit should be only temporary. The principle has been laid down that the accounts, at the end, should balance as nearly as may be, and that the Exchequer should make neither a profit nor a loss from the State control of trades or industries.
It would be beyond the scope of this inquiry to examine the objects upon which the national revenue is spent, and to attempt to assess the benefits which each class derives from them. In some cases the benefit is direct and easily ascertainable-for example, the expenditure upon the bread subsidy or Old Age Pensions. But the relative advantages derived by different classes from the great bulk of our present expenditure, which is incurred for military and national objects, cannot be computed. Nor is it reasonable to say that the sums spent on the elementary schools, for instance, benefit only the families whose children are educated in those schools, and are of lto advantage to employers of labour or to other classes. These are separate problems, into the discussion of which I do not propose to invite you to embark.
In the revenue itself there are certain items which we are obliged to exclude from our calculations. Some are not taxes at all-the revenue, for exam'ple, from Crown lands and from the Suez Canal shares belonging to the British Government. Some, such as the Stamp Duties, cannot be allocated to families receiving specified incomes. The Stamp Duties are paid almost entirely, indeed, by the middle and wealthy classes as distinguished from the workingclasses; but they are contributed so unevenly by the individuals within those sections that it is useless to attempt to estimate the share of each, and it would be misleading to strike an average. I place the Liquor Licence Duties in the same category. Although there is much to be said for regarding them in the long run as part of the general taxation of alcoholic liquor, and therefore paid by the consumer, opinions are divided on this point, and it would be safer to omit them from our allocation. The following table shows the taxes excluded on these and similar grounds, and their yield in the three selected years. The figures for 1918-49 are those officially given of the estimated yield in a full year of the taxes now in force. The actual yield in the present year is expected to-be slightly different in some cases. Far more important than any of these heads of revenue is the Excess Profits Duty, estimated to yield in the present financial year 300,000,0001.
It is impossible to include this in our calculations, because its real incidence cannot be determined, nor can the paymeint be apportioned among classes of incomes; and it is not necessary or, indeed, desirable that it should be included, for if the Excess Profits Duty proves to be, as was intended, -a temporary tax,. its allocation would throw no light on post-war financial problems; added now, it would have to be deducted again, whenever our conclusions were used as the basis for the discussion of the fiscal situation under normal conditions.
The revenue dealt with in this paper difiers from the revenue included in the official returns in one other particular. For reasons which will be stated later, the Post Office profit is included as being in the nature of a tax. The official figures include not only the profit, but the whole of the gross revenue of the Post Office. The amount of revenue covered by this inquiry is therefore as follows Amount of revenue included (million ?). 1903-04. 1913-14. 1918-19. I proceed now to examine, in the light of the principles that have been stated, the amounts contributed to this revenue by the several classes of incomes.
DIRECT TAXATION.
Income-tax and super-tax. In the first of our selected years-1903-04--the income-tax was comparatively simple. There was a uniform rate of i id. in the ?. The only modification to be made was in relation to the abatements at the lowest points in the scale. The tax paid was as follows 1903- By 1913-14 the system had been subjected to many alterations. There was first the differentiation between earned income and unearned up to 2,0001. It will be necessary to give figures of the tax paid on each kind of income. Where the income is partly earned and partly unearned the amount of tax paid would lie between the two. There was next the allowance in respect of children. As they may be of interest I shall give, for the purposes of this and the next tables only, alternative figures for a tax-payer without children. as well as the figures for the typical family of two adults [Mar.
and three children. There was, thirdly, the introduction of the super-tax upon inconlies over 5,ooo0. The taxes payable were as follows In 1918-19 the recipient of an income of i5ol. has become liable to pay the tax for the first time in the years we have selected. The children's allowance has been increased in amount and the principle has been extended to wives. I shall assume that the man with three children has a wife also. Super-tax begins on incomes above 2,5001. The rates of both taxes have been greatly increased, and the income-tax has been graduated, not only by means of abatements, but also by a differentiated scale. The amounts payable are as follows 1018-19. Earned Income.
Unearned income. ?1,500 287 10 1,787 10 10,000 3,000 1,187 10 4,187 10 20,000 6,000 3,437 10 9,437 10 50,000 15,000 10,187 10 25,187 10
Death Duties. The allocation of the burden of the Death Duties presents obvious difficulties. The Death Duties cannot be omitted from our computation as though no-one paid them; they are in fact a charge upon the property-owning classes, whose incomes, if there were no Death Duties and if other things were equal, would be greater than they now are. So far as the Estate Duty is concerned, the yield of which is about three-fourths of the whole, the fairest method of allocation appears to be that adopted in a Parliamentary question on July 11, 1918, to the Chancellor of the Exchequer, and in his reply. The charge in respect of Estate Duty was there regarded as equivalent to the average annual life insurance premiums which a person of the age of 40 would have to pay in order to provide at death the amount of duty to which his estate would be liable. The income in each case was taken to be 5 per cent. of the capital. If, instead of adopting this method, the Estate Duty were regarded as a deduction from the capital of the inheritors of the property, and therefore as an equivalent diminution of their income, the burden of the tax on the income that remained would be heavier. And if a sinking fund were included to replace the capital that had been taken in Estate Duty, the burden would be heavier still. The method adopted here puts the charge in respect of Estate Duty at its lowest;
Of the other Death Duties the only one which yields an amount exceeding i,ooo,ooot. is the Legacy Duty, which brought in close upon 5,000,0001. in 1917-18 . This tax varies according to the degree of relationship of the legatee to the deceased person, and is not uniform, therefore, with respect to estates of equal amount. It would not be right to exclude it from calculation, and the fairest method of allocating it would be to regard it as being, on the average, equivalent to an addition to the Estate Duty. This method is open, no doubt, to criticism, but in any event the sums involved are not large enough to make any considerable difference in the total of the taxes payable by particular incomes. The addition to be made to the Estate Duties in order to arrive at the total for all the Death Duties would be 30 per cent. in 1903-04 and 25 per cent. in 1913-14 and 1918-19. Death Duties can best be regarded as a charge upon unearned, and not upon earned, incomes, and this principle was adopted in the Parliamentary question and answer to which I have referred. Taking the figures given in that answer for 1918-19, and applying the same principles to the earlier years, we arrive at the following tables:- The computation of the indirect taxes paid by the several classes depends upon the ascertained figures of the consumption of dutiable goods. Every student of this subject would desire that the available material had been less scanty. This Society would have rendered useful service had it been able to secure a comprehersive inquiry from time to time into the facts. Perhaps, however, it has been deterred by the fear of incurring criticism such as that expressed by Tom Hood in his " Tale of a Trumpet," where he says of the inquisitive old lady who was the heroine of his story- Happily for our present purpose, Government. Depa-rtments have not been so sensitive. Our chief source of information is the, collection of nearly 2,000 household budgets made by the Board In the tabulated results of the Excise inquiry of 1908, the first column gives the average annual consumption of I8 families, 5 3 persons per family, income I95. 6d. a week. With respect to tea this was 30 lbs., equivalent to 28 3 lbs. for a family of 5. In 1903 and 1904 the national consumption of tea per head was 3 per cent. less than in 1908. Assuming that all classes of the population had contributed uniformly to the increase, we must reduce the 1908 figure by 3 per cent. when we apply it to our selected date 1903-04. This would give a figure of 27 * 5 lbs. for incomes of I9S. 6d.
The Board of Trade budgets indicated, as we have seen, a consumption of 24 45 lbs. of tea by families with incomes of 218. 4id. The reason for the higher figure in the Excise table is clearly that the families with the lowest incomes chosen for the purposes of that inquiry were stated to belong to the agricultural abouring classes; all the families that furnished budgets to the Board of Trade investigators in 1904 lived in urban districts. An income of il. a week at that time allowed in the village a standard of comfort which would permit a somewhat larger expenditure on articles such as tea than would be possible for a family living in a town, who, with the same income, would be sunk in poverty. If we take an average of the two figures we shall arrive at the conclusion that a family with 5o0. a year (or 19S. 3d. a week) consumed tea at the rate of 26 lbs. per annum in the year 1903-04.
Coming to the next income point, we find that the 1904 budgets indicate an annual consumption of 28 40 lbs. of tea for families of 5 with incomes averaging 36s. 6id. The Excise inquiry of 1908 would indicate a comparable figure for 1903-04 of 27 '5I lbs. per family with average incomes of 338. 6d. We may take a figure of 28 * 5 lbs. as the consumption of a family with iool. a year, or 38s. 6d. per week.
With respect to our third income point, the budgets of 1904 indicate a consumption of 29-45 lbs. for families with an average of 52S. old.; the Excise inquiry would give 30 20 lbs. for families with 6is. 6d. The earlier inquiry included 596 families in this group, the later inquiry only I2. We may attribute a consumption of 3o lbs. to a family with I5ol. a year, or 578. gd. a week.
There remains to be considered the consumption of the classes with higher incomes. The national consumption per head in 1904 was 6 o2 lbs. The average working-class consumption as shown by the 1904 budgets was 5 57 lbs. The Excise inquiry indicates a working-class consumption for that year of 5.82 lbs., but the number of families included was only one-eighth of that covered by the earlier inquiry, and the information was probably not quite so reliable. It will be safer to accept the lower figure. The proportion of the working-classes to the whole population has been taken by Mulhall, by Professor Leone Levi and by Mr. Sanger, at 70 per cent., a figure which was also adopted by Sir Bernard Mallet in his investigations on this subject in 1902 and 1904. If the whole population consumes at the rate of 602 lbs. per head per annum, and 70 per cent. consume at the rate of 5.57 lbs., then the remaining 30 per cent. will consume at the rate of 7 lbs. The Board of Customs and Excise prepared an estimate for the Chancellor of the Exchequer in 1915 which shows a close approximation to this figure. It would indicate, allowing for the less consumption in 1903-04, a consumption of 7.5 lbs. per head at an income of 2001. to 3001. There is every reason to believe that the consumption by families with incom3s higher than these is not appreciably larger. 1918-19.-When we come to the present year the situation with respect to this, as to all other questions of consumption, is affected by the restriction of supplies due to war conditions. The amount of tea available for distribution is 2 ozs. per head per week. This is 6-5 lbs. per annum, or nearly as much as the average consumption in the year before the war, and more than the consumption in any previous year. The actual consumption in working-class families was less than this before the war, and with present prices may be expected to be less than this now. We are fortunate in possessing the very recent information on this and analogous matters, furnished by the Sumner Committee on the Cost of Living of the Working Classes. As already mentioned, their classification of families was not according to wages, but I am informed that the investigations show that the unskilled class corresponds to a presentday income of about Idol., and the skilled to an income of about 2001 We must attrihute to an income of iool. a somewhat lower consumption than that of an income of I501., and may assume it to be As in the case of tea, and doubtless for the same reason the consumption at the lowest wage point is higher in the Excise budgets than in those collected by the Board of Trade. We may take, again, an average of the two, and we reach for a family with 5o1. a year a consumption of 2I6 lbs. of sugar in 1903-04.
At the next income points there is, again, a divergence between the two sets of figures, though smaller in extent. The 1904 figures were based upon the budgets of nearly four times as many families of these incomes as the figures of 1908, and are not subject to the disturbance due to the allowance for the difference of date. It will be safer to rely on the 1904 budgets in case of doubt, and to put the consumption of sugar for a familv with an income of iroot. a y. ar, or 38s. 6d. a week, at 255 It is noticeable that the families who furnished these particulars ---I7 in number-at the lowest wage point of I9S. 6d,, were found to consume more tobacco per family than the I26 who formed the group with the average income of 338. 6d. It should be remembered once more that the first groulp consisted mainly of farm labourers' families.
The. difficulty of forming any estimate is increased by the fact that the amount of tobacco consumed, as also of alcohol, is a matter more of individual idiosyncracy than of economic condition. There are non-smokers and there are heavy smokers in every class.
Further, to quote a note which Mr. Reade has been good enough to send me :---" The actual rate of duty borne by any kind of smokable " tobacco depends on the quantity obtained from a given amount " of raw leaf, on which the duty is originally assessed. Thus, from "; Ioo lbs. of raw leaf there may be obtained go lbs. of cigars, which "contain less moisture than the leaf from which they are made; "or i IO lbs. of common shag, which contains much more moisture "than the leaf. Hence the tax on I lb. of manufactured "tobacco as sold retail may be more or less than that on the "raw leaf.
" Perhaps the best tobacco to take for a general average is the "working man's tobacco, not of the moistest kind. It may be "assumed that the raw leaf, when charged with duty, contains only "about I2 per cent. moisture, while the tobacco as sold contains "about 24 per cent. moisture. In this case the duty on the raw "leaf in 1903-04 being 3s. per lb., and in 1913-14 3s. 8d. per lb., "the real duty charge on I oz. of the tobacco as sold retail would "have been-in 1903-04, about 2(1.; in 1913-14, about 28d." An estimate made by the Board of Customs and Excise in respect of the year 1914-15 put the consumption of tobacco, speculatively, at 2 oZs. per week for families with incomes of 521. to 651. a year, 24 OZS. for families with incomes of 781. to 9I1. a year, and 3 ozs. a week above that. We may accept these figures for workingclass families for the year 1914, and reduce them by io per cent. for the year 1904, when the national consumption per head was less by that amount. It will be necessary to make some addition for middle-class and wealthy families, on account of the higher rate of duty on the kinds of tobacco they chiefly consume. The addition must needs be an arbitrary one, but the amount of error is of little importance, since it can only be an infinitesimal fraction of the total taxation paid by those classes.
On this basis our With respect to the year 1918-19, here again there are no data on the consumption of the various classes under the abnormal war conditions. The Sumner Committee did not include either alcoho or tobacco in the items of consumption which they investigated. The only information available is the fact that the revenue from tobacco was estimated for Budget purposes at about 4 Iooo,oool., but is now considered likely to reach 44,ooo,oool. There are no official figures of the number of the population remaining within the United Kingdom this year; but I am informed by the Registrar-General that it is certainlv considerably lower than the 46,o8g,ooo estimated for the middle of 1914, but probably larger than the 42,6ii,ooo estimated for 1904. We may take the figures for 1903-04 and vary the amount of taxation paid in that year in the same proportion as the total present revenue from tobacco bears to the then revenue. We may include the I,85o,oool. now derived from matches, which are consumed mostly by smokers and therefore in much the same proportion as tobacco. The tobacco revenue in 190304 was i2-62 million pounds:- Alcohol. The consumption of alcoholic liquors lends itself to budgeting even less than does tobacco. It is a point on which people are sensitive. The investigators, careful and polite, are not disposed to probe too deeply. Where correct information is furnished it is usually supplied by exceptionally thrifty and intelligent heads of households, whose rate of consumption of liquor is not likely to be typical. Neithei the investigation of the Board of Trade in 1904 nor that of the Sumner Committee in 1918 gives any information on the subject of alcohol. The Excise figures of 1908 included liquor consumption, but they were not regarded by the Department as reliable. The source from which they were collected was the publican himself, and it is not surprising that the rate of consumption which they indicated was much below that which was known from the national statistics to prevail among the population generally.
The only detailed investigation which gives us useful guidance is that made by Messrs. Joseph Rowntree and Arthur Sherwell in 1898, for the purposes of their book, The Temperance Problem and Social Reform. Basing themselves upon special inquiries in over IO,OOO households, supplemented by much collateral evidence, they came to the conclusion that the average working-class family spent not less than 6s. a week on alcoholic liquor out of an average wage of 35s. This conclusion was examined by Sir Bernard Mallet, when he was dealing with these questions in 1902 and 1904, and accepted by him as the basis of his calculation. It has been recently considered by Mr. Reade, who sees no reason to question it.
From this starting point Sir Bernard Mallet made very careful supplementary inquiries, in which he was assisted by experienced officials of the Excise. The calculations, depending as they did on the character and the alcoholic strength of the diflerent kinds of liquor consumed by the various classes and in different parts of the United Kingdom, were too elaborate even to be summarized here. They led to the conclusion that in the year 1904 the average working-class family contributed to the revenue, in respect of the taxation of alcoholic liquors, a sum of 31. IS. 241; a lower middleclass family a sum of 31. I9S. 9gd.; and a family of the incometax paying class a sum of I41. 3S. 31d. Mr. Reade, reviewing these figures, writes that he regards them as " not improbable."
There are, so far as I am aware, no data which would enable an allocation to be made, on a basis of ascertained fact, among the larger number of sub-divisions of the population which have been taken for the purposes of the present inquiry. We are compelled to allot arbitrary figures, applying Sir Bernard Mallet's conclusions by the light of the common knowledge of the conditions that prevail.
With respect to the estimate for the class of income-tax payers, an answer given by the Chancellor of the Exchequer in the House of Commons on May 13, 1914, estimated the taxable income of the average income-tax payer at 7701. in 1903-04, and 7861. in 1913-14 . As the consumption of alcoholic liquor certainly cannot rise in the case of the larger income-tax payers in proportion to their incomes-at least, it mnay be hoped that it does not, for the sake of the sobriety of millionaires-the point at which the average liquor duty contribution is paid is probably somewhat lower than the point of average income received.
I suggest the following table as represenlting the probabilities of the case so far as the available data allow us to gauge them: By the year 1913-14 the population had increased by 8.2 per cent. The revenue from alcoholic liquors had increased by only I*6 per cent., beer increasing from I3,48o,oool. to 13,650,0001., spirits from 23,320,0001. to 23,960,0001., and wine decreasing from I,330,0001. to 1,150,oool. There was an average diminution in the taxation paid per head of 6 per cent., or I3. 2d. in the 1. We may disregard the fractional adjustments as between classes that might be thought to be necessary on account of the decrease in the wine revenue, particularly since it is an error to suppose that the wine duties aftect solely or mainly the taxation paid by the wealthier classes. A very large proportion of wine-it has been estimated by the trade that it may be, perhaps, 70 per cent.--is consumed at wine bars and in public-houses and cheap restaurants, though this would not represent 70 per cent. of the taxation, owing to the higher duties on sparlding winie and better quality port.
The In the present year the conditions of supply are wholly artificial, and there are no data of any kind as to the comparative consumption of alcoholic liquor by the various classes of the population. The present liquor duties are estimnated to bring in 54,370,0001. in a full year. The increase of revenue compared with 1903-04 is 42-5 per cent. Allowing for some increase in the present population since that date, we may take the additional taxation per family for the purposes of these calculations, which must necessarily be rough, at 40 Other indirect taxes. There remain to be allocated certain additional indirect taxes, the yield of all of which is small, with the exception of the Entertainments Duty, which was estimated to bring in 6,ooo,oool. this year. These taxes are the following:
Estimatedl Yield (million ?). 1903-04. { 1913-14. 1918-19. This indicates a much smaller difference this year between the quantities consumed by the better paid and the less well paid among the working people. There is no useful information with respect to the contributions to the Entertainment Duty, but it is known that the great bulk of the receipts come from the cheap seats, those at is. and under. Table- waters are consumed mainly by the income-tax paying classes. The small revenue involved may be allocated tentatively as follows, the national average per family of 5 being I1. 58. 1918-19. Income. Post OJflce. There are four possible modes of dealing with the receipts of the Post Office in considering the allocation of taxation.
(1) We may regard the whole of the gross receipts as revenue drawn from the public, and the expenditure of the Post Office as part of the expenses of Government. This view, although it was supported by the authority of Sir Robert Giffen in his answers to certain questions addressed to economists by the Royal Commission on Local Taxation, is not generally accepted. The revenue of the Post Office is usually considered to be, in the main, direct payment for services rendered. It would be unreasonable, for example, to regard an annual payment for the use of a telephone by a subscriber who had been connected with the National Telephone Company's system as a payment for service, but to look upon the payment of an equal sum by his neighbour who subscribed to the Post Office telephone system as a tax contributed to the Exchequer. The cost of carrying a letter from one place to another cannot, I think, be placed on a different footing.
(2) The second alternative would be to regard none of the revenue of the Post Office as taxation, to look upon so much of the receipts as wat necessary to cover the expenses as payment for services rendered, and the balance remaining as the profit of a business, which happens to be conducted by the State. The objection to this course lies in the fact that the Post Office charges are fixed by Parliament, not solely with regard to commercial considerations, but with reference also to the needs of the Exchequer. If, for example, Parliament levied a war tax of a halfpenny on every letter, which was collected by a special additional stamp to be affixed in each case, the charge would be as clearly a tax as the duty charged on entertainment tickets and collected by special stamps. The fact that the business was conducted in the one case by the State itself, and in the other by private enterprise, would not affect the issue. The economic effect must be the same if the war charge is imposed, not by sp-cial stamps, but by alterations in the rates of postage or of telegraphing.
(3) The third alternative, for which there is more to be said, is to regard an ordinary rate of commercial profit as non-tax revenue, and anything above that as taxation. But if the matter were to be treated on commercial lines the whole profit would be distributed, sooner or later, among the proprietors. The State, however, withholds it from the citizens to whom it belongs, and by keeping that profit is able to abstain from imposing taxation of equal amount in other ways. In other words, if the Post Office were run so as to pay its expenses anld nothing more, additional taxation would have to be iniposed to make up the revenue which is required.
(4) We are therefore led to accept the fourth alternative, which is to treat the whole of the net revenue of the Post Office as taxation. This conclusion was reached by most of the authorities who were consulted by the Royal Commission to which reference has been made-Sir E. Hamilton, Lord Courtney, Professors Bastable, Marshall and Sidgwick, and Mr. Sanger. It has subsequently been adopted also by Sir Bernard Mallet.
The data for allocating this burden among the various classes of the population are scanty. In his book British Budgets (published in 1913) Sir Bernard Mallet estimated that the income-tax paying classes contributed thirteen-eighteenths of this revenue, and the other classes five-eighteenths. Sir Charles King, the experienced Comptroller and Accountant-General of the Post Office, tells me that, although there are no figures in his department on which a reliable estinmate can be based, he has come to the conclusion that the income-tax paying classes contribute " at least three-fourths " of the net revenue. The two estimates, therefore, correspond very closely, and we may accept the figure of thirteen-eighteenths for our present purpose. Sir Bernard Mallet estimated also that the income-tax paying classes number one-ninth of the population.
In 1903-04 the Post Office yielded to the Exchequer a surplus of 4* 3 millions. On the basis we have accepted, income-tax paying families would contribute on the average 31. 5s. iod. per annum, and other fainilies 3s. 2-d.
In 1913-14 the net revenue was 6 2 millions. Allowing for the increase of population, the corresponding figures would be: incometax paying families 41. 8s. 4d., others 4s. id.
In 1918-19 the net revenue is estimated to be over 61. millions, perhaps considerably over. The population remaining in the United Kingdom is less than in 1913-14, but the percentage of decrease in the population is not likely to counterbalance the probable percentage of increase in the Post Office revenue. It would be in accordance with the present probabilities of the case if we repeat for 1918-19 our estimates for 1913-14.
For allocating this head of taxation among the subdivisions of the population there are here, again, no trustworthy data. Our variations from the two nmain figures must necessarily be arbitrary. It should be remembered that almost all the Post Office profit is derived from the letter post, and that this in turn consists in an overwhelming proportion of business communications. A small tradesman with 3ool. a year is likely to contribute to this head of revenue a much larger sum than a clerk with an equal income. It may be contended also that the cost of postage, in the case of businesses, is a trade expense which is distributed, in the long run, over the community. It is hardly necessary, however, to pursue the question of incidence to this further stage, for the sums involved are comparatively so small that our main conclusions cannot be appreciably affected.
I suggest the following estimate in respect of the Post Office revenue: 1903-04. 1913-14 and 1903-04. 1913-14 and 1918-19. 1918- Income. I 1903-04. -1913-14. 1918-19. 1903-04. 1 1913-14. 1918-19. 
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. Conclusions. I would venture to remind those who may make use of these tables and the diagram of certain points already mentioned in the course of this Address. The first is that these figures, although they are presented with their shillings and pence and their decimal points, make no pretence to the detailed accuracy which their appearance might imply. With the exception of the payments in Income-tax and Super-tax, they are all based upon estimates; for many of those estimates the available material is sufficient, for others it is less adequate. The final results make no higher claim than to represent broadly the facts of the case. The second point is that all these figures relate to families of five persons. The average working-class family is somewhat larger, and the average taxation paid by them is, therefore, a little heavier. Where there is no family, and the income-tax allowances for wife and children cannot be claimed, the taxation payable by the Emaller incomes above 1301. is also somewhat heavier. The third point of importance is that the charge in respect of Death Duties is allocated to Unearned Incomes only. It accounts for the whole difference between the taxation attributed to Earned and to Unearned Incomes for the year 1903-04, and for the greater part of the differences in the later years. It will be borne in mind also that, for reasons already stated, the Excess Pr6fits Duty is excluded from the computation. That the amount of indirect taxation paid will vary, not only with family circumstances, but also with the personal habits of the individual, is obvious The working man who does not -smoke or consume alcoholic liquors pays, of course, a far smaller percentage of his income in taxation than his less abstemious neighbour. He pays, in fact, in respect of a family of five, only one-third as much. A working-man, if he is above the income-tax level of I301. a year and has no allowances in respect of wife and children, would contribute one-half the taxation, if he were a non-smoker and a total abstainer, that he would contribute if he were not. Further, the same income may represent different conditions and contribute differently to taxation according to the occupation of the recipient. 2001 . a year in the tables may stand for an artisan's family, or a clerk's, or a small shopkeeper's. The proportion spent on rent may be considerably greater in one case than in another, and the proportion spent on taxed commodities, and, therefore, the amount contributed to the revenue, may be less. It is possible here to take only the general average.
The columns of percentages in the tables show that the British system of taxation is regressive in the lower stages; the classes with the smallest incomes pay a larger proportion of them in con tributions to the revenue than the classes immediately above them. This inequality was very marked in the first period we have had under consideration. It had been redressed a little, but only a little, during the decade before the war. It still persists; though the disappearance of any considerable class in the community, with family incomes of only II. a week, has gone far to lessen the disparity. Such regression is the consequence of relying for revenue to so large an extent as we do upon the taxation of alcohol, tobacco, tea and sugar, and of the fact that the consumption of these articles is larger in proportion to income among the poorer classes. Between 1903-04 and 1913-14 , the percentage of income paid in taxation by the working classes had been reduced slightly, mainly owing to the decrease in the sugar-duty; it had been reduced slightly also as respects earned incomes up to 2,0001. a year. The rate of taxation on the higher incomes had been considerably increased during those ten years through the raising of the Income-tax and Death-duties and the introduction of the Super-tax. Both in 1903-04 and 1913-14 the burden of the death duties on the largest incomes was roughly equal to that of all the other taxes combined.
The war has rather more than doubled the percentages of income paid in taxation by the working classes and lower middle class. It has multiplied threefold the taxation on earned incomes of i,oool. a year; and the increase continues, generally on a rising scale, up to the largest incomes. Earned incomes of 2,0001. to 5,0001. a year have suffered the most heavily in proportion, compared with the position before the war. Above 5,oool. there are probably few incomes that are not mainly derived from property, and the column for Unearned Incomes, including the charge for Death Duties, is the one which is significant.
At the present rates of taxation and in existing conditions, the workman with a family of five and an income of 21. a week, with the average consumption of his class of alcohol, tobacco and other taxed articles, pays about 5s. a week in taxes; the workman with 31. a week pays 6s. 6d.; and the man with 41., pays 8s. The lower middle-class income of 5001. contributes one-eighth, if it is earned, and one-sixth if it is unearned, the latter case including a charge in respect of Death Duties. The millionaire pays half his income in Income-tax and Super-tax, and two-thirds if provision for Death Duties is included.
The consumption of taxed articles this year is limited by the war-time restrictions of supply. If the present rates of duty are continued, while supplies are restored to their pre-war level, the revenue from indirect taxes will be largely increased. Estimates prepared by the Board of Customs and Excise indicate that the increase would be in the neighbourhood of one-fourth, but this would be accounted for to some extent by the increase in the numbers of the consuming population through the return of the soldiers and sailors. To whatever extent the restoration of normal importations and facilities of sale resulted in increased consumption of dutiable articles, to that extent the percentage of taxation paid by the working classes would rise in relation to the taxation paid by the rest of the community. The first table shows clearly how largely the burden of indirect taxation falls upon the smaller incomes, and how insignificant it is in relation to the larger.
The question at once presents itself, how far does our existing system of taxation conform to the requirements of justice ? But that is a matter of politics and not of statistics. It is a subject for discussion in Parliament and on the platform, rather than for consideration here. That it will be there debated, as it has often been debated before, there is little doubt. We have progressed, or ought to have progressed, far beyond the simple rule of Colbert, that " the art of taxation consists in so plucking the goose as to "procure the greatest quantity of feathers with the least possible ' amount of hissing." Statesmen and citizens, now that the situation can be reviewed free from the urgent preoccupations of war, will seek for a standard of justice, and by it they will test our present fiscal methods. The statistician can do no more than supply them with the raw material for their investigation. Much hangs upon the outcome; for on the fairness of their systems of
